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DEFENSE, DEPARTMENT OF
Repeal of the Vinson-Trammell Act with no replacement measure was urged last week
by the Defense Department and other leading industry witnesses at a series of
House Armed Services Procurement Subcommittee hearings held on 6/16, 17, 18/81.
In his opening remarks, Chairman Samuel Stratton (D-NY) stated, "The question
we are proposing to deal with is whether the national interest today requires
some mechanism to prevent undue profiteering from defense contracts..." Under
secretary of Defense for Research and Engineering, Richard DeLauer described the
act as "unworkable" and foresaw no need for a profit limitation measure to
replace V-T. According to DeLauer, the changes that have taken place in govern
ment contracting since the 1934 passage of V-T "have created a legal and pro
fessional environment that fully protects the bargaining power of the government
and assures reasonable profit levels." The undesirable consequences to profit
limitations involves costs for both contractors and the government in adminis
tering such limitation; and the tendency to reduce a contractor’s incentive to
increase efficiencies. The GAD maintained the position that a profit limitation
law should be in place so that it could become operative during a period of
national emergency, when contract activities increase, according to Donald Horan,
Director of G A O ’s Procurement, Logistics and Readiness Division. Donald Grenough,
Chairman of the AICPA’s Federal Acquisition Subcommittee cautioned the Congress
to "make itself fully aware of improvements in the procurement system that have
occurred during the last 20 years, which have eliminated the necessity for excess
profit legislation in a non-wartime environment." Additionally, Mr. Grenough
feels that "the significant build-up planned in our defense system during the
next several years should not be viewed as a natural impetus to rush headlong
into som e type of excess profit legislation." Instead, the concentration should
be "on a review and evaluation of the ability of government procurement personnel,
the efforts of the Office of Federal Procurement Policy to develop a new pro
curement system, and the total cost/benefit result of any proposed legislation."
SECURITIES AND EXCHANGE COMMISSION
Bevis Longstreth, a New York securities lawyer, will be nominated by President Reagan
to be a member of the Commission, according to a White House spokesman.
If
confirmed, Mr. Longstreth will fill the remainder of the term vacated by the
resignation of Stephen Friedman who has returned to private practice.
It is
expected that as well as filling the term which expires on 6/5/82, Longstreth
will be nominated for a full five year term, beginning that year. Mr. Longstreth,
47, has been a partner with the New York law firm of Debevoise, Plimpton, Lyons
and Gates since 1962. His practice includes securities, corporate and bankruptcy
law as well as real estate financing and work with non-profit organizations.
Mr. Longstreth would be the second Democrat on the five member panel, joining
Commissioner Barbara Thomas. Mr. Longstreth graduated from Princeton University
and Harvard Law School and is a member of the New York City Bar Association.
Chairman John S.R. Shad has advised Congress that his agency will not submit its
proposed rules to the Office of Management and Budget for review prior to publica
tion, in a 6/22/81 letter to Rep. John Dingell (D-Mich.). Chairman Shad ruled
out submitting SEC proposals to OMB saying "the SEC does not preclear proposed
rules with OMB." He added that "the Commission is sensitive to its status
as an independent regulatory agency and desires, consistent with that status,
to maintain appropriate relationships with both the Congress and the executive
branch." The issue arose during Chairman Shad's testimony at a 6/18/81 Con
gressional hearing,when, under questioning, he refused to rule out the possibility
of the SEC agreeing to a request from Vice-President George Bush that all inde
pendent agencies submit proposed rules to CMB for review prior to publication
(see the 6/22/81 Wash. Report). Chairman Shad's letter also said, "as in the

-2case of all rules released for public comment, the Commission will continue to
give careful consideration to the comments and suggestions of all respondents,
including QMB." Rep. Dingell, Chairman of the House Energy and Commerce
Committee, has asked six other agencies whether they will comply with Bush's
request. Mr. Dingell is considering holding hearings on the entire matter,
possibly in early July.
TREASURY, DEPARTMENT OF
AICPA recommendations for the improvement and simplification of tax forms will
be discussed at a meeting scheduled for 6/29/81, between the IRS Tax Forms
Coordinating Committee and the AICPA Tax Forms Subcommittee to be held at the
IRS National Office in Washington, D.C. One recommendation to be offered is
that a check-off box be provided on the signature page of all forms to allow
the taxpayer to permit the IRS to contact and discuss any aspect of the return
with the preparer directly. The IRS has been reluctant in the past to act on
this suggestion, but because of the inconvenience that could be avoided for
the taxpayers, the Institute feels the preceived problems should be addressed
and could be overcome. General recommendations include: a listing of all
publications, including auxiliary IRS forms and schedules, which may be bene
ficial in the preparation of the return should be included in all instruc
tions; and, the spaces used for sub-totals and totals should be slightly
shaded. Specifically, on Form 1040, the tax tables, which are complex to the
extent that they are often confused with the tax rate schedules, should be
based on TAXABLE INCOME, after subtracting personal exemptions. The resulting
space savings would permit expansion of the tables to $100,000 or more. Addi
tionally, the tax tables for singles, heads of households, married and separated
persons should be expanded to reflect the proper tax on income up to $40,000,
because the present table minimum of $20,000 is not adequate to encompass
many taxpayers.
AICPA opposition to the proposed 80 percent limit for the LIFO index will be pre
sented by James E. Bushman, CPA, Chairman of the AICPA's Tax Accounting Sub
committee at a 6/30/81 IRS hearing on the valuation of dollar-value LIFO in
ventories. The proposal would tie the index to 80 percent of the percentage
change in the applicable Consumer Price Index or Producer Price Index. The
AICPA opposes the 80 percent limit, but believes that if it is adopted, in
dustry groups should be permitted to demonstrate that another percentage
would be more accurate for their industry. The proposed pooling criteria,
requiring the use of the most detailed CPI or PPI, is unnecessarily burdensome,
especially to small businesses. As an alternative, it is the Institute's
proposal that a taxpayer be required to develop more detailed data only if
more than a specified percentage (perhaps 10 percent) of inventory would fall
into a particular index category. Another possible alternative would be the
use of the present CPI consumption weights, modified where necessary, to take
into account actual inventory weights. The Institute further believes that
taxpayers using the retail inventory method should be permitted to use their
normal departmental gross profit or cost complement percentages, even though
goods within that department may apply to more than one pool.
SPECIAL:

GAO ESTIMATES COST-BENEFIT ANALYSIS MAY REQUIRE ADDITIONAL $20 MILLION FOR SOME
AGENCIES

Seme regulatory agencies will need budget increases to comply with the cost-benefit
analysis included in proposed legislation according to Milton Socolar, Acting
Comptroller General. Mr. Socolar, testifying before the Senate Governmental
Affairs Committee on 6/23/81, stated that an additional $10 to $20 million
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would be needed for the agencies to comply with the provision calling for a
cost-benefit analysis of major rules in S. 1080, the "Regulatory Procedures Act
of 1981", which was introduced on 4/30/81 by Sen. Paul Laxalt (R-NV). The bill
states that for a rule to go into effect, an analysis must show that the benefits
from the rule justify the costs. The proposal marks the first time independent
regulatory agencies would be subject to a cost-benefit analysis requirement.
According to Mr. Socolar, in addition to the cost impact, the detailed "regula
tory analysis would add time to the rulemaking process", thereby delaying
implementation of the rules, which could seriously impact the affected public.
Despite the disadvantages, Mr. Socolar said, "The GAO strongly supports the
concept of regulatory agencies comprehensively assessing the effects of proposed
and existing rules" and added that the extra time spent preparing analyses of
rules usually "is time well spent." In addressing the sunset requirement, that
an agency review major existing rules every 10 years, Mr. Socolar warned the
requirement could place a "crippling" burden on agencies. Additionally testify
ing at the hearing were Sen. Harrison Schmitt (R-NM); John Opel, Business
Roundtable; Lester Lave, Brookings Institute; and Doug Parker, Institute for
Public Interest.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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